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Fund Members and Convertibility of Currencies 


On February 15, ten member countries of the 
International Monetary Fund—Belgium, France, Ger- 
many, Ireland, Italy, Luxembourg, the Netherlands, 
Peru, Sweden, and the United Kingdom—accepted the 
obligations of convertibility for their currencies, as set 
forth in Article VIII of the Fund’s Articles of Agree- 
ment. 

These countries had previously availed themselves of 
Article XIV of the Agreement, under which members 
are permitted to maintain and adapt exchange restric- 
tions without obtaining the prior approval of the Fund. 
Article VIII, on the other hand, requires those members 
which are subject to its provisions to avoid restrictions 
on current payments, multiple exchange rates, and dis- 
criminatory currency practices. If these countries were 
ever again to resort to such measures, they would have 
to consult with the Fund and obtain its prior approval. 
Ten other countries, all in the Western Hemisphere, had 
previously accepted the obligations of Article VIII. 

Practically all currencies used to finance inter- 
national trade and payments are now convertible under 
Article VIII. This constitutes an important step toward 
the realization of the multilateral system of payments 
envisaged in the Fund Agreement, and gives added 
assurance that the convertibility of the major trading 
currencies will continue unimpaired and that the bal- 
anced growth of world trade will not be hampered by 
any unwarranted use of exchange restrictions. 

The present move by the ten countries to Article VIII 
has become possible after years of effort by these coun- 
tries to strengthen their internal economies and to 
achieve a sufficiently strong balance of payments and 
reserve position to enable them to remove restrictions 


on current international payments. For the nine Euro- 
pean countries the decisive step was taken in Decem- 
ber 1958, when they established the external converti- 
bility of their currencies; since then they have continued 
to improve their general economic position, and have 
taken further measures to reduce restrictions and dis- 
criminations. The Fund has played a part by providing 
financial assistance to a number of the countries, and by 
pressing for progress in the removal of restrictions in 
general statements of policy and in the regular consul- 
tations held annually with all countries availing them- 
selves of Article XIV. 

The acceptance of the obligations of Article VIII by 
these ten countries has important implications for the 
Fund’s general activities. The currencies of some of 
these countries have already been made available by the 
Fund to assist other member countries, but under the 
Fund Agreement it has not been permissible to use 
those currencies in repayment to the Fund. The accept- 
ance of Article VIII generally removes this iimitation 
and encourages the use of a larger number of currencies 
in Fund transactions. 

In anticipation of a move to Article VIII by a num- 
ber of countries, the Executive Directors of the Fund 
agreed last June that there was great merit in voluntary 
discussions with countries accepting its obligations, ordi- 
narily at intervals of about a year. In this way the Fund 
expects 10 be able to provide a more effective forum 
for the exchange of views on monetary and financial 
developments and thus to promote international mone- 
tary cooperation in a changing world. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., February 15, 1961. 


Fund Transactions 


Chile 


The Government of Chile on February 10 obtained 
the approval of the International Monetary Fund for an 
immediate drawing of Argentine pesos amounting to the 
equivalent of $16 million, and for a stand-by arrange- 
ment authorizing additional drawings up to the equiva- 
lent of $75 million over the next 12 months in currencies 
held by the Fund. 

The stand-by arrangement is intended to help the 
Chilean Government to maintain its program of eco- 
nomic stabilization despite the financial difficulties 
created by the earthquakes of last May and the uncertain 


prospects for the world price of copper, Chile’s principal 
export commodity. The Government’s program is based 
on cautious credit policies and on plans to reduce its 
budgetary deficit, which is to be financed by noninfla- 
tionary methods. The exchange system is to be main- 
tained free of restrictions and the exchange rate per- 
mitted to fluctuate in response to market forces. 


Chile’s drawing of Argentine pesos is the first to be 
made from the Fund in a Latin American currency. 
It is to be used in partial settlement of a balance, 
amounting to $32 million in favor of Argentina, which 
has accumulated under a bilateral trade and payments 
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arrangement between the two countries. The arrange- 
ment was terminated on January 31, 1961; payments 
between Chile and Argentina will no longer be subject 
to restrictions and will be conducted on a convertible 
currency basis. The Chilean Government plans to termi- 
nate other bilateral payments agreements as soon as 
conditions permit. 

An agreement was also signed on February 10 
between the U.S. Government and Chile, under which 
Chile may during the next 12 months request the 
U.S. Exchange Stabilization Fund to purchase Chilean 
pesos should the occasion for such purchases arise. Any 
pesos so acquired by the U.S. Treasury would subse- 
quently be repurchased by Chile for dollars. 

Simultaneously, the Export-Import Bank of Washing- 
ton has authorized a credit of $15 million, repayable 
over five years commencing in 1963, to the Central 
Bank of Chile, to assist in the financing of U.S. dollar 
costs of imports of U.S. goods essential to Chile’s 
economy. 


Iceland 


The Government of Iceland has entered into a stand- 
by arrangement with the International Monetary Fund 


Economic Issues at UN General Assembly 


Although the political work of the 15th Session of 
the United Nations General Assembly will be resumed 
on March 7, the economic items on the agenda were all 
dealt with in that part of the session which ended on 
December 20. 

In all, 22 draft resolutions were offered in the eco- 
nomic field—3 by the Soviet group of countries, 3 by 
industrialized Western nations, and the rest by under- 
developed countries. Among the more important reso- 
lutions were the following: 

A UN Capital Development Fund was approved in 
principle by a vote of 68 for and 4 against. A committee 
is to consider preparatory measures and draft legis- 
lation for the new organization. This committee is to 
report to the Economic and Social Council (ECOSOC) 
at its summer session this year. 


The Indian delegation sponsored a resolution that 
expressed a hope that industrialized nations would 
devote 1 per cent of their national incomes to assisting 
the economic development of underdeveloped countries. 
The resolution was approved. 

The Indonesian and Pakistan delegations offered a 
resolution asking the UN Secretariat to study and report 
on the feasibility of establishing insurance schemes that 
might protect private investors from noncommercial 
risks. This, too, was adopted by a wide margin. 
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which makes available $1,625,000 in support of the 
country’s program of economic stabilization. 

When this program was undertaken a year ago, the 
Icelandic Government obtained a drawing from the 
Fund of $2,812,500, and a stand-by arrangement for 
$5,625,000 (see this News Survey, Vol. XII, p. 261), 
of which $4 million was subsequently drawn. A line of 
credit amounting to $12 million was negotiated with the 
European Fund, of which $5 million remains unused. 

These resources strengthened Iceland’s balance of 
payments at a time when the Government unified its 
exchange system and reduced its reliance on exchange 
restrictions. The country’s reserve position has improved, 
but is still subject to occasional strain arising from vari- 
ations in the earnings of its fishing industry. The availa- 
bility of assistance from the Fund and other sources will 
help the Government to maintain policies aimed at 
internal stability and external balance while further 
reducing its use of restrictive foreign exchange practices. 
Sources: International Monetary Fund, Press Releases, 
February 10 and 14, 1961, Treasury Depart- 
ment, Press Release, February 10, 1961, and 
The Export-Import Bank of Washington, 
Press Release, February 10, 1961, Washing- 
ton, D.C. 


The Secretariat was also asked to study and report 
to the 1963 spring session of ECOSOC on the economic 
and social consequences of disarmament. 


In a number of resolutions, concern was expressed at 
the fluctuations of export earnings of underdeveloped 
countries resulting from the changing prices of primary 
commodities. One such resolution supported the idea of 
multilateral commodity agreements similar to those for 
sugar, wheat, and tin. This was approved without dissent. 


Another development of interest, although not strictly 
in the economic field, was the agreement to widen the 
terms of reference and to increase to 30 the membership 
of ECOSOC’s Committee for Industrial Development. 
Under its new instructions, this Committee may now 
make recommendations on the financing of industries. 


The 1961 membership of ECOSOC has not yet been 
finally settled. Vacancies were created on December 31, 
1960 by the retirement of Chile, Costa Rica, China, 
France, the Netherlands, and the Sudan. Uruguay and 
El Salvador were elected to replace the first two coun- 
tries; France was re-elected; and Jordan and Ethiopia 
were elected as new members. When voting was sus- 
pended, India and Belgium were the leading candidates 
for the remaining seat; for the first time in UN history, 
apparently, China may cease to be a member of 
ECOSOC. Voting will be resumed when the Session 
reconvenes. 
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Europe 


Outlook for U.K. Economy 


In a discussion of the British economy in 1960 and 
its prospects for 1961, the January issue of the National 
Institute’s Economic Review says that production in the 
United Kingdom stopped rising in April 1960 and by 
the end of the year had fallen a little. It suggests that, at 
present, a rise in national output of some 22 per cent— 
perhaps 4 per cent in industrial production—seems 
probable during 1961. Little change is likely in the 
early months of 1961 because of reduced stockbuilding, 
but during the year as a whole fixed investment by 
manufacturing industry should continue to expand rap- 
idly and there could be some rise in consumers’ expendi- 
ture; government expenditure and exports may also rise 
slightly. 

The Review remarks that 1960 was the worst year 
for the external current account since 1951; the deficit 
may have been of the order of £150-175 million. In 
spite of this and of reductions in the sterling balances of 
overseas sterling countries by some £200 million, and 
taking into account repurchases from the International 
Monetary Fund, the United Kingdom’s reserves rose by 
over £300 million. These figures suggest that there was 
an “abnormal” capital inflow into Britain of no less 
than £900 million in 1960. The Review feels that the 
U.K. current account should improve in 1961: Exports 
to Western Europe should continue to rise and sales in 
North America may recover, although exports to the 
sterling area could decline. Imports may fall in the first 
few months of 1961 if stockbuilding slackens, but the 
U.K. current account is still likely to be in deficit. The 
usual long-term capital outflow will probably continue 
and sterling area countries may well reduce their bal- 
ances further. 

The Review remarks that if the main object of British 
economic policy is to achieve a faster and steadier rate 
of growth, it may be necessary for the United Kingdom, 
as far as possible jointly with other countries, to make 
major changes in external economic policy. This could 
involve a currency realignment and a reorganization of 
the international payments system. The immediate pur- 
pose of such changes would be to expand exports and 
improve the payments positions of deficit countries. In 
order to achieve these objectives, it would be necessary 
for the deficit countries, such as the United Kingdom, to 
have sufficient spare capacity to enable them to take 
advantage of the new export conditions as well as to 
prevent any rise in imports or of domestic prices. 


Source: National Institute of Economic and Social Re- 
search, Press Release, London, England, Feb- 
ruary 1, 1961. 


Bank of England and Export Credit 


The Bank of England has agreed with the London 
clearing and Scottish banks that where banks have given 
credit for three years or more, repayable by installments 
and covered by the Export Credits Guarantee Depart- 
ment, it will refinance those installments which are 
within 18 months of maturity. This, the Financial Times 
observes, will allow the banks to transfer that portion of 
their export credits which the refinancing covers to their 
liquid assets, which will be of considerable help in main- 
taining the flow of medium-term credit for the finance 
of exports. 

Commenting on these new measures, the Chancellor 
of the Exchequer, Mr. Selwyn Lloyd, said that the facili- 
ties announced by the Bank of England might in due 
course be made more generally available. The Govern- 
ment is also considering longer term credit facilities for 
certain classes of exports (e.g., major installations) in 
certain markets. He pointed out that it was against 
Britain’s interests to become involved in a race to give 
longer and longer credits, particularly on artificial terms. 
Nevertheless, he acknowledged that there were genuine 
problems affecting the supply of credit for some exports. 
He added that the Government would also help to 
promote sales overseas by providing a little more money 
for trade fairs and for Embassy staff assistance. Form 
filling (red tape) had already been considerably reduced, 
but the Chancellor said that he was ready to consider 
ideas for further simplifications. 

Source: The Financial Times, London, England, Feb- 
ruary 7, 1961. 


U.K. Industrial Trends 

The chief factor limiting industrial output in the 
United Kingdom has now become a shortage of orders 
rather than a shortage of skilled labor. This is the main 
conclusion to emerge from an inquiry into industrial 
trends conducted by the Federation of British Industries 
at the end of January and based on reports from 
752 chairmen or managing directors of British manu- 
facturing industries. This is in contrast to the results of 
two previous inquiries by the Federation. Although some 
industries, such as engineering and textiles, are still 
unable to get sufficient workers, the problem is not as 
serious as it was in the middle of 1960. There has been a 
significant fall in the length of order books, and the rate 
of new orders has been much less than that forecast by 
manufacturers at the last survey four months ago. The 
inquiry emphasizes that the combination of higher 
hourly wages and the rise in the prices of some materials 
and fuels, coupled with a steadier level of output, has 
led to the biggest rise in unit costs which has been 
recorded since the inquiries began three years ago. 
Source: The Financial Times, London, England, Feb- 

ruary 10, 1961. 
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Norwegian Shipping 

The freight earnings in foreign exchange of the 
Norwegian merchant fleet in 1960 amounted to 
NKr 3,150 million ($440 million), after the deduc- 
tion of operating expenses abroad. Of this amount, 
NKr 1,620 million was applied to payments for imports 
of ships. 


At the end of 1960 the merchant fleet amounted to 
11.2 million gross tons, including tankers (6.1 mil- 
lion tons), liners (1.6 million tons), tramp vessels 
(2.9 million tons), and fishing and coastal vessels. Con- 
tracts for ships placed by Norwegians totaled 3.4 mil- 
lion gross tons at the end of the year, of which 1.3 mil- 
lion tons are for delivery in 1961; Norwegian and 
Swedish yards each have orders for 1 million gross tons, 
Germany for 0.5 million tons, and the United Kingdom 
for 0.4 million tons. At the close of 1960 the merchant 
fleet employed about 60,000 persons, 3,000 more than 
at the end of 1959. 


Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, January 9, 1961. 


Swedish Government Budget and National Budget 


The Swedish Government budget proposed for the 
fiscal year beginning July 1, 1961 provides for cur- 
rent revenues of SKr 16.5 billion and a surplus of 
SKr 242 million. Compared with the estimated outcome 
of the 1960-61 budget, revenues for 1961-62 are about 
SKr 500 million higher and expenditures SKr 600 mil- 
lion higher. The Government’s borrowing requirements, 
mainly for investments under the capital budget, are 
estimated at SKr 1,050 million, compared with 
SKr 1,187 million for 1960-61. 


In the 1961-62 budget, as in previous years, the 
largest single expenditure is for social welfare— 
SKr 4.7 billion, an increase of SKr 220 million. Allo- 
cations to defense, the second largest expenditure, will 
increase by SKr 94 million, to SKr 3.1 billion. The 
largest increase, by SKr 292 million to SKr 2.1 billion, 
is for the Ministry of Education, to expand academic 
training and research and to build new schools. Sweden’s 
contributions to international organizations will increase 
by SKr 21 million, to SKr 49 million. 


The Finance Minister, commenting on the budget pro- 
posais, said that fiscal and monetary policies in 1961 
may be expected to maintain full employment without 
jeopardizing economic stability. Because of the current 
investment boom, which may later turn into a period of 
recession or into renewed inflationary pressure, it is 
important to prevent overexpansion at home from rais- 
ing costs or lowering productivity but, at the same time, 
the government sector must be prepared to deal with 
a recession. 
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The preliminary National Budget for the calendar 
year 1961, which was submitted to Parliament with the 
government budget, shows that total production is esti- 
mated to rise at about the same rate as in 1960, some 
4 per cent, stemming from a 3 per cent increase in 
productivity and a 1 per cent rise in employment. 
Increased consumption, industrial investment, and pub- 
lic activity are expected to result in a demand for goods 
and labor higher than will be available from production, 
although the difference is likely to be less than 1 per 
cent. Anticyclical measures already taken have appar- 
ently limited overexpansion. Housing construction is 
being maintained almost unchanged, and government 
investment is being held back. The tighter liquidity 
attained by fiscal policies, the investment reserve scheme, 
and the restrictive policy of the Riksbank offsets the 
trend toward excessive increases in industrial investments. 

Disposable private income is likely to rise by 8 per 
cent in current prices between 1960 and 1961; in real 
terms the increase will be about 5 per cent. Business 
activity will receive a powerful stimulus from invest- 
ments in industry and trade. Investments in power 
plants, ships, and aircraft are likely to fall. Altogether, 
the increase in the volume of private investment should 
amount to 3 per cent. The continued increase in demand 
in Western Europe may bring about a further increase 
in Swedish exports in 1961, only a small part of which 
will be offset by the weakening of demand for Swedish 
products in North America and in the primary produc- 
ing countries. The value of exports is estimated to rise 
by 8 per cent and their volume by 6 per cent. As a 
similar increase is expected for imports, the balance of 
payments on current account will again be in deficit 
in 1961. 


Sources: Svenska Dagbladet, January 12, 1961, and 
Swedish-International Press Bureau, Bulletin, 
January 14, 1961, Stockholm, Sweden. 


Rediscount Policy in Finland 


The Bank of Finland has repeatedly stressed to the 
commercial banks the importance of improving their 
liquidity apart from assets obtained by rediscounting 
(see this News Survey, Vol. XII, pp. 487 and 557). 
The penalty rate for rediscounts lessens as the amount 
rediscounted diminishes. In order to give the banks an 
additional incentive to improve their liquidity, the Bank 
of Finland has decided not to charge the penalty rate 
at all during those months in which any bank’s liquidity 
is strengthened by a certain percentage of the increase 
in its deposits. The higher the bank’s liquidity, the 
lower will be the percentage. When the bank’s liquid 
assets equal 20 per cent of its deposits no penalty rate 
has to be paid. 
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In this connection the penalty rate has been stand- 
ardized, which means that its incidence has been in- 
creased when the rediscounts are over 30 per cent but 
below 125 per cent of the bank’s capital and reserves, 
unless the bank qualifies for the concession described 
above. 


Source: Hufvudstadsbladet, 


ruary 1, 1961. 


Helsinki, Finland, Feb- 


German Gross National Product in 1960 


According to preliminary calculations, the gross 
national product of the Federal Republic of Germany 
(excluding Berlin and the Saar) amounted in 1960 to 
DM 275.8 billion ($66 billion) at current prices and 
to DM 233.8 billion at 1954 prices, representing a 
growth in current prices of 11.3 per cent and in real 
terms of 8 per cent during the year. The real gross 
domestic product per employed person rose by 5.9 per 
cent in 1960 (5.5 per cent in 1959). 

Gross income of employed persons increased by 
12.1 per cent over 1959. As the national income in- 
creased somewhat less (by 11.7 per cent), the share of 
gross income of employed persons in the national in- 
come rose from 60.8 per cent in 1959 to 61 per cent 
in 1960. Gross income from wages and salaries for the 
average employee rose by 9.4 per cent compared with 
1959; this was, except for 1951, the highest annual 
increase recorded so far. 


The utilization of the gross national product was 
characterized, as in the previous year, by a strong 
increase in gross fixed investment, the growth in 1960 
being 16.5 per cent. Private consumption at current 
prices rose by 9.7 per cent and public consumption 
by 11 per cent. The foreign net balance showed a surplus 
of DM 7.6 billion, or DM 0.9 billion less than in 1959. 
Source: Statistisches Bundesamt, Statistischer Wochen- 

dienst, Wiesbaden, Germany, January 27, 1961. 


Switzerland's Foreign Trade 

The value of Switzerland’s exports in 1960 increased 
by 12 per cent, to Sw F 8,131 million ($1.9 billion), 
and of imports by 17 per cent, to Sw F 9,648 million, 
leaving a trade deficit of Sw F 1,517 million. In 1959 
the trade deficit was Sw F 994 million. In volume, both 
exports and imports increased even more, by 22 and 
27 per cent, respectively. Record results were reported for 
exports of machinery and scientific instruments, and ex- 
ports of watches almost reached the peak figure recorded 
in 1957. Raw material imports increased particularly 
strongly, owing partly to the rebuilding of stocks. Euro- 
pean countries took a rather larger proportion of exports 
(65 per cent) than in 1959 and provided about the 
same proportion of imports (77 per cent). There was a 


small decline in exports to North America, but imports 
from that area increased by no less than 26 per cent 
in value. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
February 7, 1961. 


Gold Clause in New Portuguese Bonds 
The Portuguese oil refining company Sociedade 
Anonima Concessionaria da Refinagao de Petroleos 
issued in January the first tranche ($5 million) of a 
$10 million issue of 534 per cent 17-year bonds at 99. 
These bonds will be placed in the Federal Republic of 
Germany, Switzerland, Belgium, Luxembourg, and the 
Netherlands through a consortium of private banks. 
They are expressed in a unit of account equal to the 
present gold content of the U.S. dollar. Redemption and 
interest are payable at the option of the bondholder in 
any of 17 European currencies on the basis of the 
relationship between the gold content of those curren- 
cies and that of the unit of account of the bonds at the 
time payments are due. The gold content of the unit of 
account will be changed only if all 17 currencies are 
devalued, and then by no more than the change in the 
least devalued currency, so that the exchange risk to 
bondholders is limited to the smallest devaluation of 
any European currency. 
Sources: Het Financieele Daghlad, Amsterdam, Nether- 
lands, January 12, 1961; Jornal do Comercio, 
Lisbon, Portugal, January 13, 1961; The 
Times, London, England, January 13, 1961. 


Greek Gold Market 

Following the increase in the price of gold in London 
and other centers on October 20, 1960, the price of the 
gold sovereign in Athens increased in the ensuing 
months by a maximum of 9 per cent (Dr 307) above its 
previous level (see also this News Survey, Vol. XII, 
p. 549). Further increases in the sovereign quotations 
in Athens were apparently prevented by the intervention 
of the Bank of Greece as a seller of sovereigns on the 
domestic market, and also by speculative arbitrage which 
links the Greek gold market with the free gold markets 
elsewhere (gold imports into Greece are free of any 
restriction or formality). However, in recent months 
the price of the sovereign in terms of the U.S. dollar 
increased more in Athens than in Paris or Milan. 


In the first week of February the price of gold in ail 
centers declined, and this was reflected on the Greek 
gold market. The price of the sovereign in Athens 
declined from Dr 298.50 ($9.95, compared with $8.24 
on the basis of the official gold-dollar parity) on Janu- 
ary 31 to Dr 292.50-292.80 ($9.75-9.76) on Febru- 
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ary 7. During the same period the price of the sovereign 
fell from the equivalent of $9.61 to $9.46 in Paris and 
from $9.80 to $9.46 in Milan. 


Source: Naftemboriki, Athens, Greece, February 8, 


1961. 


Africa 
Government Offer for Ghana Gold Mines 


Following discussions between the Government of 
Ghana and the heads of various British mining groups 
with interests in the Ghana gold mining industry, the 
Government has put forward proposals for the acqui- 
sition of the entire share capital of five of the seven 
British gold mining companies operating in Ghana. 

The five companies together produce nearly $16 mil- 
lion worth of gold a year (between 50 and 60 per cent 
of Ghana’s total gold production) and employ some 
14,000 miners. The Government hopes to ensure con- 
tinued employment for these workers and to avoid the 
closing of the mines (see also this News Survey, 
Vol. XIII, p. 30). A spokesman for the London firm 
that is handling the offer said that the terms proposed 
by the Government of Ghana were fair and reasonable. 
The total amount offered for the shares concerned is 
about £5.2 million, which compares with a market 
capitalization of £2.7 million on the day before the 
announcement was made. 


Sources: The Financial Times, London, England, Feb- 


ruary 7 and 8, 1961. 


Gold Production in South Africa 


Gold production in South Africa reached a record 
in 1960—21,386,114 fime ounces, equivalent to 
$748.5 million at par, compared with the previous 
record of 20,064,105 fine ounces in 1959. The value 
of production was R 536.2 million, some R 36.0 million 
higher than in 1959. As a result of the higher prices 
ruling on the London bullion market in the last three 
months of 1960, the average basis of valuation for the 
year amounted to R 25.07 per fine ounce, compared 
with an average of R 24.93 in 1959. 


Production in December declined by 33,333 fine 
ounces, to 1,778,450 fine ounces valued at R 44.9 mil- 
lion. The average basis of valuation also declined from 
R 25.38 per fine ounce in November to R 25.27 per 
fine ounce in December. 


Note: The Union’s new monetary unit, the Rand (R), 
equivalent to 10s. sterling (US$1.40) and divisible into 
100 cents, was introduced on February 14. 


Source: The Standard Bank of South Africa Limited, 


Trade Trerts, Johannesburg, South Africa, 
January 1961. 
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Far East and Australasia 
India's Third Five Year Plan 


At a meeting held on January 13-14, 1961, India’s 
National Development Council considered the Planning 
Commission’s report covering discussions with the State 
Governments and the Central Ministries following the 
completion of the draft outline of the Third Five Year 


Plan in June 1960 (see this News Survey, Vol. XII, 
p. 421). 


The National Development Council estimates the 
total outlay under the Third Plan at Rs 80 billion 
($16.8 billion), including Rs 38.47 billion for the plans 
of the States, toward which central assistance would be 
Rs 24.31 billion. In physical terms this program is some- 
what larger than can be achieved with the financial 
resources envisaged, estimated at Rs 72.50 billion in the 
draft outline but since revised to Rs 75 billion. (This 
increase is not expected to raise the foreign exchange 
requirements of the Plan; the estimated gap in the bal- 
ance of payments continues to be Rs 32 billion. The 
amount of deficit financing—Rs 5.5 billion—is also un- 
changed.) The resources actually available would neces- 
sarily depend upon the progress made in realizing the 
targets of the Third Plan, especially in agriculture, sav- 
ings, and taxation, and on other factors such as foreign 
exchange. Every effort would be made to mobilize the 
nation’s resources to the greatest extent possible and to 
implement as far as possible the programs of the Center 
and the States through annual reviews of their plans. 
However, expenditure at present had to be limited to the 
Rs 75 billion now in sight, of which Rs 37.25 billion 
would be available for the plans of the States. 

In view of the great importance of mobilizing savings 
for augmenting resources for the Third Five Year Plan, 
the Council has appointed a National Savings Com- 
mittee to consider how to stimulate savings and to make 
a report to the Council. 

Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, January 16, 1961. 


Foodgrain Production in India 


India’s Minister of Agriculture has stated that rice 
production during the current crop year (July 1960- 
June 1961) is expected to be 31 million tons, compared 
with 29.3 million tons in 1959-60 and 30.4 million tons 
in 1958-59. The increase is due to various factors, in- 
cluding the widespread use of the Japanese method of 
cultivation. There are now 5.6 million acres of rice- 
growing land, out of a total of approximately 81.3 mil- 
lion acres, under cultivation by this method, and it has 
been possible to increase the average yield per acre by 
about 70 per cent over that obtained by the traditional 
methods of rice cultivation. 


Preliminary estimates place total foodgrain output for 
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1960-61 at an all-time peak of approximately 76.1 mil- 

lion tons, compared with 71.8 million tons for the 

previous crop year and 75.5 million tons for 1958-59. 

Sources: Information Service of India, India Economic 
Newsletter, Washington, D.C., January 1961; 
The Times of India, Bombay, India, Janu- 
ary 20, 1961. 


Monefary Measures and Fiscal Conditions in Ceylon 


From February 10, commercial banks in Ceylon are 
required to maintain special reserves with the Central 
Bank equivalent to 38 per cent of any increase in their 
demand deposits over the level of such deposits on Feb- 
ruary 1, 1961. This is in addition to the present mini- 
mum reserve ratios (12 per cent for demand deposits 
and 5 per cent for savings deposits ). These credit meas- 
ures supplement the higher tariffs and stricter import 
controls imposed earlier (see this News Survey, 
Vol. XIII, p. 31) to reduce the drain on Ceylon’s 
external assets, which are estimated to have declined by 
Rs 206 million ($43 million) in 1960, following a 
decline of Rs 195 million in 1959. 

The large deficit in the balance of payments was 
partly a result of the budget deficit of Rs 485 million 
for the fiscal year ended September 1960, which was the 
highest recorded for the country. This in turn stemmed 
from an increase of over Rs 90 million in food sub- 
sidies and a greater demand for funds from government 
corporations; revenues also increased but to a much 
lesser extent than the increase in expenditures. 
Sources: Ceylon News, Colombo, Ceylon, February 2 

and 9, 1961. 


Ceylon’s Trade Agreements 


Ceylon has concluded a trade agreement with Burma 
under which 100,000 tons of Burmese rice, at a price 
of £33 a ton, will be exchanged for coconut oil from 
Ceylon sufficient to balance the trade between the two 
countries. 

A trade agreement has also been concluded with 
Poland under which Ceylon will obtain 40,000 tons of 
white sugar in exchange for the supply to Poland of a 
variety of products from Ceylon. 

Source: Ceylon News, Colombo, Ceylon, February 2, 
1961. 


Malayan Currency Agreement 


The new currency agreement between the Govern- 
ments of the Federation of Malaya, the States of Singa- 
pore and Brunei, and the Colonies of Sarawak and 
North Borneo (see this News Survey, Vol. XII, pp. 306 
and 445) has been ratified and is effective from Janu- 
ary 1, 1961. 

Source: Central Office of Information, Cormmonwealth 
Survey, London, England, December 20, 1960. 


Cambodia's Five-Year Plan 

A five-year development plan for 1960-64 was 
approved by the Cambodian High Council for Planning 
and by the Cabinet at its meeting on December 15, 
1959; it calls for an annual increase of the national 
income equal to 3 per cent per capita. Total expenditure 
is estimated at 8 billion riels, of which 69 per cent is to 
be financed from domestic resources and 31 per cent 
from foreign aid. Of the total outlays under the plan, 
40 per cent is allocated to the development of produc- 
tion, 28 per cent to the expansion of communication and 
transportation facilities, 25 per cent to health, education, 
and welfare programs, and 7 per cent to administrative 
expenses. Improvements in irrigation and drainage, as 
well as the use of better techniques, will result in in- 
creased agricultural production and, hence, increased 
exports. 


Initially, industrialization is to be based on the proc- 
essing of local products, and will include the establish- 
ment of a paper mill, a cotton mill, a plywood factory, 
cement works, breweries, sugar refineries, and gunny 
bag factories. However, industrial development is closely 
dependent on the increase of electric power, which is 
to be promoted outside the plan in conjunction with 
the Lower Mekong Basin development. The develop- 
ment of transportation and communication facilities 
includes improving the existing road network and build- 
ing new roads to open up undeveloped areas, the 
improvement of existing airfields, and the development 
of telecommunications with major foreign cities. 
Source: Embassy of Cambodia, Cambodia News, Wash- 

ington, D.C., January 31, 1961. 


New Zealand Government Loan 

On January 27 the Minister of Finance of New 
Zealand, the Hon. H. R. Lake, announced a £NZ 10 mil- 
lion government loan issue opening on February 1. The 
issue comprises 4% per cent stock to mature on Novem- 
ber 15, 1963 and 4% per cent stock to mature on 
November 15, 1965-66, both offered at par; and 4% per 
cent stock maturing on November 15, 1970-72, offered 
at 99. The proceeds of the loan will help to meet the 
expected budget deficit (£NZ 24-25 million) for the 
fiscal year ending March 31 (see this News Survey, 
Vol. XIII, p. 7). The Minister of Finance stated that it 
is the Government’s policy to encourage widespread 
investment in government loans to finance the large 
works program; it will therefore formulate a further 
program of internal borrowing later this year. 


Source: Reserve Bank of New Zealand, New Zealand 


News Review, Wellington, New Zealand, Janu- 
ary 27, 1961. 





INTERNATIONAL FINANCIAL News Survey, February 17, 1961 


Western Hemisphere 


Colombian Export Tax 


The Colombian export tax on coffee, bananas, and 
rawhides was reduced from 15 per cent to 9 per cent 
on January 1, 1961. As regards coffee, the reduction 
will compensate exporters for the decline in export 
prices. The tax is payable in foreign exchange when the 
proceeds are surrendered to the Bank of the Republic. 
Source: Department of Agriculture, Foreign Crops and 

Markets, Washington, D.C., January 16, 1961. 


Venezuelan Budget Deficit 


The Minister of Finance of Venezuela, Dr. T. E. 
Carillo Batalla, announcing the Government’s recovery 
program, stated that the fiscal year ending June 30, 1961 
would end with an expected budget deficit of Bs 135 mil- 
lion (approximately US$40 million). A potential deficit 
of Bs 941 million would be reduced in large part through 
a modification in the system of collecting taxes from the 
petroleum industry. The industry’s income tax payments 
due in August 1961 would be made in advance and 
would yield Bs 400 million; a further Bs 100 million 
would be obtained by anticipating petroleum royalties. 
New taxes, the collection of certain unpaid taxes, and 
an improvement in the procedures for revenue collec- 
tion are expected to yield Bs 171 million. In addition, 
expenditures are to be cut by Bs 135 million below 
budget authorizations. 

Source: Bank of London & South America Limited, 
Fortnightly Review, London, England, Janu- 
ary 14, 1961. 


Aid to Bolivian Mining Industry 


On January 21 and 25, the Mining Corporation of 
Bolivia (COMIBOL) concluded agreements with the 
Saltzgitter Industriebau Gesellschaft, m.b.H., of the Fed- 
eral Republic of Germany, and the U.S. Government 
providing for assistance in the reorganization of the 
government-owned mines producing tin and other metals. 
These agreements are part of a “triangular operation” in 
which Germany, the United States, and the Inter- 
American Development Bank are to participate. (See 
also this News Survey, Vol. XII, p. 615.) 


Saltzgitter will provide the technical assistance and an 
initial loan of approximately $3.5 million for the first 
phase of the project. The Government of Bolivia has, 
however, agreed to release the company from all its 
financial obligations if its technical recommendations 
are not implemented. The United States will provide 
$3.5 million as part of the $10 million pledged for the 
rehabilitation of the COMIBOL mines. No agreement 


has yet been concluded with the Inter-American Devel- 
opment Bank. 


Saltzgitter has also concluded a separate agreement 
with the Government of Bolivia to make a study of the 
possibilities of developing the iron mine “El Mutin.” 
Sources: El Diario, La Paz, Bolivia, January 22 and 

26, 1961. 


Cuban Budget for 1961 


The projected budget expenditures of the Cuban Gov- 
ernment include $600 million for public investment, 
including $400 million divided about equally between 
agriculture and industry. Public expenditure on con- 
struction works is estimated at $200 million: $35 mil- 
lion for roads, bridges, and highways; $95 million for 
housing; and $70 million for school construction and 
other public works. Education ($120 million) and 
health services are expected to cost $200 million, and 
some $200 million will be allocated for social security 
and social services. Administrative costs will amount to 
$95 million and the remaining expenditures (servicing 
of the public debt, internal security, defense, transpor- 
tation, communications, etc.) are estimated at $200 mil- 
lion. 


On the basis of existing taxes and tax rates, tax 
receipts in 1961 are expected to yield $560 million, 
including $60 million from the 4 per cent industrializa- 
tion tax on wages. Other government receipts are 
expected as follows: $400 million from the nationalized 
industries; $35 million from rents; $100 million from 
commercial and agricultural activities, revenues from 
provinces and municipalities, and foreign credits; and 
$200 million from the Saving-and-Housing Institute and 
the Bank for Social Security. 


Source: Centro de Estudios Monetarios Latinoameri- 
canos, Boletin Quincenal, Mexico, D.F., Janu- 
ary 10, 1961, quoting from Revolucion, 
Havana, Cuba, December 31, 1960. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official. documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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